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$SSURDFKLQJWKHFRPPRQVDVDSUDFWLFHDV
FRPPRQLQJEULQJVWRWKHIRUHWKHFRQFUHWH
KLVWRULFDOO\VRFLDOO\DQGFXOWXUDOO\VLWXDWHG
PRELOL]DWLRQRIFRPPRQHUVDURXQGWKHUHVRXUFHV
WKH\UHO\RQRUKROGGHDU+RZHYHUWKHH[WHQWWR
ZKLFKFRPPRQHUVDUHNQRZQDGGUHVVHGRUHYHQ
IUDPHGLQUHODWLRQWRWKHLUHQJDJHPHQWZLWKDQG
FRPPLWPHQWWRFRPPRQLQJVWLOOUHPDLQVOLPLWHG
7KLVSDSHUDUJXHVIRUWKHQHHGWRDSSURDFK
FRPPRQLQJWKURXJKDQHWKRVRIFDUHZKLFKVSXUV
XVUHFRQVLGHULQJWKH|QHJOHFWHGWKLQJV}DQGWKH
WKLQJVWDNHQIRUJUDQWHGLQWKHGLVFRXUVHVDERXW
FRPPRQHUVDQGFRPPRQLQJ,QRUGHUWRGRVRWKLV
SDSHUHQJDJHVZLWKWKHTXHVWLRQKRZFDQRXU
XQGHUVWDQGLQJRIFRPPRQLQJDQGFRPPRQHUVEH
HQULFKHGE\FRQVLGHULQJWKHDnHFWLYHGLPHQVLRQRI
HQJDJLQJZLWKVXFKSUDFWLFH"$VVXFKLWIRFXVHVRQ
WKHHQWDQJOHPHQWRIDHFWFRPPRQHUVDQG
FRPPRQLQJDQGLWIRUHJURXQGVFRPPRQHUVDV
VXEMHFWVZLWKWKHLUVLWXDWHGQHHGVH[SHFWDWLRQVDQG
GHVLUHV$6SLQR]LDQ'HOHX]LDQXQGHUVWDQGLQJRI
DHFWLVDGRSWHGKHUHZKLFKFRQFHLYHVLWDVD
UHODWLRQDOIRUFHWKDWPRYHVDPRQJERGLHVDQG
HQKDQFHVRUGLPLQLVKHVWKHLUDELOLW\WRDFW
(PSLULFDOO\WKHSDSHUEXLOGVRQDWZR\HDUUHVHDUFK
WKDWLQYHVWLJDWHGWKHORQJWHUPVXVWDLQDELOLW\RI
FRPPRQLQJDQGRQWKHVHPLVWUXFWXUHGLQWHUYLHZV
FRQGXFWHGWKHUHLQZLWKORQJWHUPFRPPRQHUVIURP
WKUHHGLHUHQWSUDFWLFHVXUEDQGLJLWDODQG
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NQRZOHGJHFRPPRQV%\LGHQWLI\LQJWUDFHVRIDHFW
LQFRPPRQHUV}QDUUDWLRQVWKHSDSHUVKRZVDHFWDV
DIRUFHPHGLDWLQJWKHWHQVLRQVEHWZHHQFRQWLQXLQJ
RULQWHUUXSWLQJWKHSHUVRQDOLQYROYHPHQWLQ
FRPPRQLQJDQGDVWKHLQGLJHQRXV}DZDUHQHVVRI
VRPHWKLQJWKDWNHHSVFRPPRQHUVDQGFRPPRQLQJ
WRJHWKHU
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2YHUWKHODVWWKUHHGHFDGHVWKHFRPPRQVzVKDUHG
UHVRXUFHVFROOHFWLYHO\PDQDJHGRXWVLGHWKH
H[FOXVLYHVFRSHRIPDUNHWRU6WDWHUHJLPHVzKDYH
JDLQHGUHQHZHGDWWHQWLRQDQGLQWHUHVWVIURP
VFKRODUVSUDFWLWLRQHUVDFWLYLVWVDQGSROLF\PDNHUV
,QGHHGIURPDUHODWLYHO\OLPLWHGFRQFHUQRYHU
QDWXUDOUHVRXUFHV2VWURPWKHFRPPRQVDQG
WKHLUSUHJXUDWLYHSROLWLFVIRUIDLUHUDQGPRUH
VXVWDLQDEOHZD\VRIEHLQJLQWKHZRUOGFURVVHGRYHU
LQWRVHYHUDORWKHUGRPDLQVzHJGLJLWDO)XVWHU
0RUHOOXUEDQ%RUFKDQG.RUQEHUJHU
FXOWXUDO%HUWDFFKLQLDFWLYLVW-HSSHVHQHWDO
zDQGGLVFLSOLQHVzHJGHVLJQDQGSUDFWLWLRQHU
RULHQWHGRQHV%ROOLHUDQG+HOIULFK0DUWWLODHW
DOVRFLDODQGSROLWLFDOVFLHQFHV
+RHGHPDHNHUVHWDO5XLYHQNDPSDQG
+LOWRQXUEDQSODQQLQJDQGSROLF\PDNLQJ
+DQVHQHWDO+DUYH\,QSDUWLFXODU
DSSURDFKHVFHQWUHGRQFRPPRQLQJVWDUWHGIRFXVLQJ
RQWKHHQJDJHPHQW~LQWKHVRFLDOSUDFWLFHVRI
PDQDJLQJDUHVRXUFHIRUHYHU\RQH}VEHQHW
%ROOLHU6XFKDSSURDFKHVVKLIWHGWKH
DWWHQWLRQIURPWKHLQVWLWXWLRQDODUUDQJHPHQWVWKDW
GHQHWKHFRPPRQVDQGVDIHJXDUGWKHPIURP
HQFORVXUHVRQWRWKHFRQFUHWHKLVWRULFDOO\VRFLDOO\
DQGFXOWXUDOO\VLWXDWHGPRELOL]DWLRQRIFRPPRQHUV
DURXQGWKHUHVRXUFHVWKH\UHO\RQRUKROGGHDU
7KXVFRPLQJWRDFNQRZOHGJHWKHLULQWHUWZLQHG
QDWXUHDQGWKHIXQGDPHQWDOIDFWWKDW|WKHUHLVQR
FRPPRQVZLWKRXWFRPPRQLQJ}/LQHEDXJK
7KHQXUWXULQJVSUHDGLQJDQGLQVWLWXWLRQLQJRIWKH
FRPPRQVLVLQFUHDVLQJO\DSSURSULDWHGDQG
UHSUHVHQWHGDVDSODXVLEOHZD\WRUHVLVWDQGFUHDWH
DOWHUQDWLYHVWRWKHLQHTXDOLWLHVFRQWUDGLFWLRQVDQG
WKUHDWVRIFRQWHPSRUDU\QHROLEHUDOZHVWHUQ
VRFLHWLHV$VWKH\KDYHEHFRPHFHQWUDOWRWKH
LPDJLQDULHVDQGWUDQVIRUPDWLYHSROLWLFVIRUPRUH
VXVWDLQDEOHDQGIDLUZD\VRIEHLQJDQGDFWLQJLQWKH
ZRUOGJUHDWH[SHFWDWLRQVKDYHEHHQSXWRQ
FRPPRQVFRPPRQLQJDQGFRPPRQHUV$VVRPH
VFKRODUVFODLPWRLGHDOL]HWKHFRPPRQVFDQEH
SUREOHPDWLF'H$QJHOLV9HOLFXDQG*DUFnD
/pSH]DVLWGLVPLVVHVWKHVHUHQGLSLW\
FRQWUDGLFWLRQVPXQGDQLW\DQGWKHHYHU\GD\
PHVVLQHVVRIWKHODERXUXQGHUSLQQLQJWKHUHDOL]DWLRQ
RIYLDEOHDOWHUQDWLYHVZKLFKDUHDEOHWRFXWDFURVV
LQGLYLGXDODQGFROOHFWLYHQHHGVKXPDQDQGQRQ
KXPDQRQHVDVZHOODVORFDODQGJOREDOVFDOHV
)HGHULFLDQG/LQHEDXJK1LJKWLQJDOH
3XLJGHOD%HOODFDVD6XFKLGHDOL]DWLRQIRU
LQVWDQFHKLGHVWKHIDFWWKDWXQGHUVRPH
FLUFXPVWDQFHVQXUWXULQJVRPHFRPPRQVFRXOGRQO\
FRPHIURPHQFORVXUHVRU6WDWHLQWHUYHQWLRQVDQG
HYHQWRWKHGHWULPHQWRIRWKHUFRPPRQV+DUYH\
LWPDNHVXVIRUJHWWKDWFRPPRQLQJLV
LQKHUHQWO\H[FOXVLYHDVLWGHPDQGVIRUPVRI
HQJDJHPHQWDQGFRPPLWPHQWZKLFKSHRSOHKDYHWR
ERWKDFWLYHO\HQWHULQWRDQGFRQWLQXRXVO\UHHQDFW
1LJKWLQJDOHPRUHLPSRUWDQWO\LW
SHUSHWXDWHVWKHEHOLHIWKDWDVRFLHWDO
WUDQVIRUPDWLRQDWUDQVLWLRQWRZDUGVVXVWDLQDELOLW\
DQGIDLUQHVVLV|RQO\}DPDWWHURIEHFRPLQJDZDUHRI
DQGFKRRVLQJWKHFRPPRQVLQRUGHUIRULWWREH
IXOOOHG&DHQW]LVDQG)HGHULFL'H$QJHOLV
,DUJXHIRUWKHQHHGWRDSSURDFKWKH
FRPPRQVWKURXJKDQHWKRVRIFDUH3XLJGHOD
%HOODFDVDZKLFKVSXUVXVUHFRQVLGHULQJWKH
|QHJOHFWHGWKLQJV}DQGWKHWKLQJVWDNHQIRUJUDQWHG
LQWKHGLVFRXUVHVDERXWWKHFRPPRQV,QSDUWLFXODU
WKHH[WHQWWRZKLFKFRPPRQHUVDUHNQRZQ
DGGUHVVHGRUHYHQIUDPHGLQUHODWLRQWRWKHLU
HQJDJHPHQWZLWKDQGFRPPLWPHQWWRFRPPRQLQJLV
VWLOOOLPLWHGDQGRIWHQFRQQHGHLWKHUWRWKHIUDPLQJ
RIFRPPRQHUVDVHPHUJHQWFROOHFWLYHVXEMHFWLYLWLHV
1LJKWLQJDOH6LQJKRUWRVSHFLFQLFKH
DUHDVZLWKLQVWXGLHVRIFRPPRQVEDVHGSHHU
SURGXFWLRQ&%33%HQNOHUDQG1LVVHQEDXP
ZKLFKDGGUHVVLQGLYLGXDOV}PRWLYDWLRQV
7KH-RXUQDORI3HHU3URGXFWLRQ
1HZSHUVSHFWLYHVRQWKHLPSOLFDWLRQVRISHHUSURGXFWLRQIRUVRFLDOFKDQJH
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$QHWKRVRIFDUHLQYLWHVXVWRIRUHJURXQG
FRPPRQHUVDVVXEMHFWVZLWKWKHLUQHHGV
H[SHFWDWLRQVDQGGHVLUHVDQGWRXQGHUVWDQGKRZ
WKHHQJDJHPHQWLQFRPPRQLQJDHFWFRPPRQHUVLQ
SUDFWLFH0RUHFRQFUHWHO\WKLVSDSHUHQJDJHVZLWK
WKHTXHVWLRQKRZFDQRXUXQGHUVWDQGLQJRI
FRPPRQLQJDQGFRPPRQHUVEHHQULFKHGE\
FRQVLGHULQJWKHDnHFWLYHGLPHQVLRQRIHQJDJLQJ
ZLWKVXFKSUDFWLFH",QRUGHUWRGRVRWKHSDSHU
DGRSWVD6SLQR]LDQ'HOHX]LDQXQGHUVWDQGLQJRI
DHFWWRSURYLGHDQHZSHUVSHFWLYHRQWKH
UHODWLRQVKLSEHWZHHQFRPPRQHUVDQGFRPPRQLQJ
(PSLULFDOO\WKHSDSHUEXLOGVRQDWZR\HDUUHVHDUFK
SURMHFWWKDWLQYHVWLJDWHGWKHORQJWHUPVXVWDLQDELOLW\
RIFRPPRQLQJE\PHDQVRIVHPLVWUXFWXUHG
LQWHUYLHZVZKLFKDUHFRQGXFWHGZLWKORQJWHUP
FRPPRQHUVFRPLQJIURPWKUHHGLHUHQWSUDFWLFHV
XUEDQGLJLWDODQGNQRZOHGJHFRPPRQV
7KHSDSHULVVWUXFWXUHGDVIROORZV,QWKHQH[W
VHFWLRQE\UHO\LQJRQ676IHPLQLVWVFKRODU3XLJGHOD
%HOODFDVD,FODULI\WKHPHDQLQJRIDSSURDFKLQJ
FRPSOH[DVVHPEODJHVLQEHFRPLQJZKLFKZHDUH
FRQFHUQHGZLWKWKURXJKDQHWKRVRIFDUH
)XUWKHUPRUH,GHQHDHFWDQGFRQQHFWLWZLWK
H[LVWLQJOLWHUDWXUHLQFRPPRQVVWXGLHV$IWHUDEULHI
RYHUYLHZRIWKHUHVHDUFKFRQWH[WWKHHPSLULFDO
VHFWLRQGZHOOVLQWRWKHWROGVWRULHVDQGOLYHG
H[SHULHQFHVUHSRUWHGE\WKUHHORQJWHUP
FRPPRQHUVDWWHQGLQJWRWKUHHGLHUHQWFRPPRQLQJ
SUDFWLFHVVLQFHQHDUO\WHQ\HDUV,QWKHGLVFXVVLRQ
VHFWLRQ,UHHFWRQKRZWKHLGHQWLFDWLRQRIWUDFHV
RIDHFWFDQKHOSXVEHWWHUFKDUDFWHUL]LQJWKH
FRPPRQHUVFRPPRQLQJUHODWLRQVKLSDQGLWV
FRQQHFWLRQWRORQJWHUPFRPPLWPHQWV)LQDOO\WKH
SDSHUFORVHVE\FDOOLQJIRUPRUHVWXGLHVWKDW
DSSURDFKWKHFRPPRQVFRPPRQLQJDQGWKH
FRPPRQHUVZLWKDQHWKRVRIFDUH
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&RQVLVWHQWO\ZLWKWKHLUORQJVWDQGLQJZRUNDLPHGDW
VKRZLQJWKDWREMHFWVDQGDUWHIDFWVKDYHSROLWLFV
:LQQHU676UHLQYLJRUDWHGWKHLUFRQFHUQVRQ
WKLVPDWWHUE\VWUHVVLQJWKDWWKHZD\VZHIUDPHDQG
UHSUHVHQWWKHFRPSOH[VRFLRWHFKQLFDODVVHPEODJHV
WKDWZHVWXG\DOVREHDUWKHLURZQSROLWLFVDQG
WKHUHIRUHWKH\DHFWKRZZHFDQRUFDQQRW
XQGHUVWDQGDQGDFWRQWKHP+DUDZD\
/DWRXU%\LQYLWLQJXVWRDSSURDFKWKH
XQVHWWOHGDQGFRQWHVWHGVRFLRWHFKQLFDODVVHPEODJHV
DVPDWWHUVRIFDUH0DULD3XLJGHOD%HOODFDVD
WULHVWRRYHUFRPHWKHDJQRVWLFLVPSRUWUD\HGE\WKH
ODWRXULDQXQGHUVWDQGLQJRIPDWWHUVRIFRQFHUQz
|WKLQJV}ZKLFKVRFLHW\LVSUHRFFXSLHGZLWKDQGWKDW
DUHFKDUDFWHUL]HGE\KLJKO\FRPSOH[KLVWRULFDOO\
VLWXDWHGULFKO\GLYHUVHJDWKHULQJVZKRVHREMHFWVRI
LQWHUHVWDUHXQFHUWDLQDQGGLVSXWHG/DWRXU
3XLJGHOD%HOODFDVDDUJXHVWKDWZKLOH
PDWWHUVRIFRQFHUQKHOSVWRXQGHUVWDQGWKH
FRPSOH[LWLHVRIVRFLRWHFKQLFDODVVHPEODJHVDQG
WKHLUPDWHULDOVHPLRWLFVSKHUHVLWGRHVQRWSURPSW
WKHSXUVXLWIRUUHPHGLDWLRQRIIRULQVWDQFH
LQMXVWLFHVH[SORLWDWLRQVPDUJLQDOL]DWLRQVDQG
XOWLPDWHO\DV\PPHWULHVRISRZHU3XLJGHOD
%HOODFDVD,QDQDJHRIHQYLURQPHQWDOVRFLR
SROLWLFDODQGHFRQRPLFWXUPRLOFDULQJzXQGHUVWRRG
LQIHPLQLVWWHUPVzLVDPRUHDGHTXDWHHWKRVIRURXU
NQRZOHGJHSROLWLFVWKDQ|MXVWEHLQJFRQFHUQHG}%\
YRXFKLQJIRUUHIUDPLQJPDWWHUVRIFRQFHUQDV
PDWWHUVRIFDUH3XLJGHOD%HOODFDVDWULHVWRVWDJH
DQHWKRVRIUHVHDUFKDQGNQRZOHGJHSROLWLFVWKDW
IRVWHUVHQJDJHPHQWDQGFRPPLWPHQWWRZDUGVWKH
YHU\REMHFWVRIVWXG\DQGWKDWHQULFKHVWKHWKUHH
DVSHFWVPHQWLRQHGDERYH
2YHUWKHSDVWWKUHHGHFDGHVIHPLQLVW676VFKRODUV
SURYLGHGGLHUHQWZD\VWRIRUHJURXQGDQGUHSUHVHQW
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UHSOLFDWLQJWKRVHDV\PPHWULHVZKLFKGHYDOXHG
FDULQJLQWKHUVWSODFH6XFKPDQE\
ZRUNLQJWRZDUGVWKHSURGXFWLRQRIVWDQGSRLQWV
ZKLFKDOORZWRVWXG\DQGWDONDERXWFRPSOH[
VRFLRWHFKQLFDODVVHPEODJHVZLWKQHZH\HVEXWWKDW
GRQRWFDVWQRUPDWLYHDFFRXQWVRIZKDWVWDQGSRLQWV
DUHWKHPRUDOO\ULJKWRQHV%DUDG%RZNHUDQG
6WDURUE\DOORZLQJRXUVHOYHVWREHFRPH
DWWDFKHGWRDQGJURZIRQGRIWKHVHWKLQJVDQG
FRQYH\LQJVXFKDWWDFKPHQWVWKURXJKRXUUHVHDUFK
7KH-RXUQDORI3HHU3URGXFWLRQ
1HZSHUVSHFWLYHVRQWKHLPSOLFDWLRQVRISHHUSURGXFWLRQIRUVRFLDOFKDQJH
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FRQYH\WKHPLQZD\VWKDWDOVRDHFWRWKHUV
+DUDZD\8OWLPDWHO\E\EXLOGLQJRQ
WKLVWUDGLWLRQ3XLJGHOD%HOODFDVDSURPSWVXVWR
FRQFHLYHFDULQJDV|DWRROWRWKLQNZLWK}$WRROWKDW
KLJKOLJKWV~DQDHFWLYHVWDWHDPDWHULDOYLWDOGRLQJ
DQGDQHWKLFRSROLWLFDOREOLJDWLRQDQG
ZKLFKSURPSWVXVWRZDUGVWKH~QHFHVVDU\\HW
PRVWO\GLVPLVVHGODERXUVRIHYHU\GD\PDLQWHQDQFH
RIOLIHDQHWKLFRSROLWLFDOFRPPLWPHQWWRQHJOHFWHG
WKLQJVDQGWKHDHFWLYHUHPDNLQJRIUHODWLRQVKLSV
ZLWKRXUREMHFWV,QVLPSOHZRUGVRQH
ZD\RIHPEUDFLQJVXFKDQLQYLWDWLRQLQWKHFDVHRI
WKHFRPPRQVLPSOLHVIRFXVLQJRQWKHPLFURSROLWLFV
RISHUIRUPLQJWKHPXQGDQHHYHU\GD\ODERXURI
FRPPRQLQJDQGEDVLFDOO\WRLQTXLUHKRZWKH
FRPPRQHUVFRPPRQLQJUHODWLRQVKLSLVPHGLDWHGE\
DQGLPEXHGZLWKDHFW
&RPPRQLQJDQG$fHFW
$HFWWKHRU\FRYHUVDVRXQGDQGULFKERG\RI
NQRZOHGJHWKDWFRQVROLGDWHGVLQFHWKHHDUO\|VLQ
WKHVRFLDOVFLHQFHDQGKXPDQLWLHVDQGWKDW
LQFUHDVLQJO\H[WHQGHGEH\RQGWKRVHGLVFLSOLQHV
&ORXJK*UHJJDQG6HLJZRUWK/DZOHU
7RPNLQV,QVKRUWWKH|DHFWWXUQ}
WHVWLHVWKHZLOOWRRYHUFRPHRQWRORJLFDOO\DQG
HSLVWHPRORJLFDOO\WKHFHQWUDOLW\RIWKHKXPDQ
VXEMHFWLQUHODWLRQWRDJHQF\DQGWRPRYHEH\RQG
WKHQDWXUHFXOWXUHERG\HPRWLRQVVRFLDOPDWHULDO
GLFKRWRPLHV&ORXJKDQG+DOOH\,WLVEH\RQG
WKHVFRSHRIWKLVSDSHUWRDWWHPSWDFRPSUHKHQVLYH
DQGGHWDLOHGRXWOLQHRIDHFWDQGDHFWWKHRU\
+RZHYHULWLVKHOSIXOWRSURYLGHFODULFDWLRQVRQKRZ
WKLVFRQVWUXFWLVXQGHUVWRRGDQGXVHGZLWKLQWKLV
SDSHU
$SSURDFKHVWRDHFWUDQJHIURPWKHRQHVUHHFWLQJ
DSV\FKRELRORJLFDORULHQWDWLRQ7RPNLQVWR
WKRVHKDYLQJVRFLDO*UHJJDQG6HLJZRUWK
FXOWXUDO0DVVXPLRURUJDQL]DWLRQDO
RULHQWDWLRQV*KHUDUGL,QFRQWLQXLW\ZLWK
WKHVHODWWHURQHVDHFWLVXQGHUVWRRGKHUHLQWKH
6SLQR]LDQ'HOHX]LDQVHQVHRIDIRUFHWKDWLV
UHODWLRQDOPRYHVDPRQJERGLHVDQGHQKDQFHVRU
GLPLQLVKHVWKHLUDELOLW\WRDFW'HOHX]HDQG*XDWWDUL
7RWKLVH[WHQWLWLVDQRQVXEMHFWLYHDQGDQWL
UHSUHVHQWDWLRQDOIRUFHLWGRHVQRWUHVROYHLQ
HPRWLRQVRURWKHUVXEMHFWLYHVWDWHVDOWKRXJKLWOLQNV
WRWKHPLWFDQQRWEHFDSWXUHGGHVFULEHGDQG
H[SODLQHGLQLWVHQWLUHW\DQGWKHUHIRUHOHDYHVXV
ZLWKDVHQVHRIZRQGHU,Q%ULDQ0DVVXPL}VZRUGV
7KHUHDVRQWRVD\~DHFWUDWKHUWKDQ~HPRWLRQ
LVWKDWDHFWFDUULHVDERGLO\FRQQRWDWLRQ$HFW
FRPLQJRXWRI6SLQR]DLVGHQHGYHU\EDVLFDOO\
DVWKHDELOLW\WRDHFWDQGEHDHFWHG%XW\RX
KDYHWRWKLQNRIWKHDHFWDQGEHLQJDHFWHG
WRJHWKHUDVDFRPSOH[DVWZRVLGHVRIWKHVDPH
SKHQRPHQRQWKDWFXWVDFURVVVXEMHFWSRVLWLRQV
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RIKXPDQDQGQRQKXPDQERGLHVLQEHFRPLQJ,W
DOORZVXVWRIRUHJURXQGKRZVLWXDWHGDQGHPERGLHG
NQRZOHGJHHPRWLRQVH[SHFWDWLRQVQHHGVRU
GHVLUHVDUHWULJJHUHGWKURXJKWKH|FRQWDFW}ZLWK
RWKHUERGLHVKRZWKHVHGULYHXVWRDFWRUQRWLQ
VSHFLFZD\VDQGLQWXUQKRZWKHVHDFWLRQVRUODFN
WKHUHRIWULJJHURWKHUKXPDQDQGQRQKXPDQ
ERGLHV
:LWKLQFRPPRQVVWXGLHVDHFWLVVWLOOODUJHO\
XQH[SORUHG$OWKRXJKDIHZUHOHYDQWH[FHSWLRQV
H[LVW7KHVHHPHUJHIURPDSSURDFKHVEDVHGRQ
|LQGLJHQRXVRQWRORJLHV}(VFREDU,OOLFK
DQGWKHDNLQDWWHPSWVWRUHGHQHFRPPRQVDQG
FRPPRQLQJDVVLWHVRISURGXFWLRQRIVXEMHFWLYLWLHV
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+HUHDHFWLVYDOXDEOHLQVKRZLQJ
WKDWWKHKXPDQQDWXUHRUVRFLHW\HQYLURQPHQW
UHODWLRQVKLSLVQRWH[FOXVLYHO\GRPLQDWHGE\
H[SORLWDWLRQDQGRYHUXVH2QWKHFRQWUDU\DQG
SDUWLFXODUO\IRUVHYHUDOORFDOFRPPXQLWLHVVXFKD
UHODWLRQVKLSFDQIXQGDPHQWDOO\EHRQHRIFR
EHFRPLQJDWWDFKPHQWDQGFDUH,QFRQWLQXLW\ZLWK
WKLVLGHD1LJKWLQJDOHGHFRQVWUXFWVWKHIUDPLQJRI
FRPPRQHUVDV|UDWLRQDODJHQWV}DQGRIVKDUHG
UHVRXUFHVPDQDJHPHQWDVDSUDFWLFHGULYHQE\D
WUDGLWLRQDOXQGHUVWDQGLQJRIUDWLRQDOLW\DQGWKH
7KH-RXUQDORI3HHU3URGXFWLRQ
1HZSHUVSHFWLYHVRQWKHLPSOLFDWLRQVRISHHUSURGXFWLRQIRUVRFLDOFKDQJH
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FRPPRQHUVUHODWHWRSROLF\PDNLQJLQSUDFWLFHWKHQ
WKHDWWDFKPHQWVHPRWLRQVDQGDUJXPHQWDWLYHORJLF
ZKLFKFRPPRQHUVEULQJ|DWWKHQHJRWLDWLRQWDEOH}
UHTXLUHXVWRHPEUDFHDOWHUQDWLYHUDWLRQDOLWLHVRUDV
1LJKWLQJDOHSXWVLWWKHLUUDWLRQDOLW\RIWKH
FRPPRQVHUV6LPLODUO\6LQJKXVHVDHFWWR
UHGHQHWKHFRPPRQVDVDHFWLYHVRFLRQDWXUH
UHODWLRQVDQGWKHUHIRUHDVVLWHVRIDHFWLYH
HQFRXQWHUV7KLVLVRQFHDJDLQDQHRUWWR
RYHUFRPHDSSURDFKHVIRFXVHGRQSURSHUW\ULJKWV
DQGGHVLJQSULQFLSOHVEDVHGRQPDQDJHPHQWDQG
UDWLRQDODFWLRQVDQGGRPLQDWHGE\WKH|PDUNHW
YHUVXVVWDWHUHJXODWHG}GHEDWH6LQJK
:LWKRXWH[SOLFLWO\PHQWLRQLQJLWDOVR&DHQW]LVDQG
)HGHULFLFRQFHLYHDHFWLYHUHODWLRQVzDWWDFKPHQWV
DQGFRPPLWPHQWWRZDUGVWKHFRPPRQVLQWKHLU
WHUPVzDVLQWHJUDOWRWKHSXUVXLWRIDZD\RIEHLQJ
KXPDQDQGLQKDUPRQ\ZLWKQDWXUHWKDWLV
DQWLWKHWLFDOWRQHROLEHUDODQGFDSLWDOLVWIRUPRI
UHVRXUFHVH[SORLWDWLRQ&DHQW]LVDQG)HGHULFL

)XUWKHUPRUHGHVSLWHQRWEHLQJH[SOLFLWO\IUDPHG
XQGHUDHFWWKHRU\WKHDHFWLYHGLPHQVLRQWKDW
FKDUDFWHUL]HVWKHFRPPRQHUVFRPPRQLQJ
UHODWLRQVKLSHPHUJHVPRUHHYLGHQWIURPVWXGLHVRQ
FRPPRQVEDVHGSHHUSURGXFWLRQ&%33)RU
LQVWDQFHDVRXQGERG\RIOLWHUDWXUHKDVIRFXVVHGRQ
WKHPRWLYDWLRQIRUWKHRIWHQYROXQWDU\HQJDJHPHQW
DQGSDUWLFLSDWLRQLQ&%337KLVLVODUJHO\OLQNHGWR
HPRWLRQDODQGDHFWLYHVWDWHVVXFKDVWKHGHVLUHVWR
OHDUQDQGLPSURYHSHUVRQDOVNLOOVWRVRFLDOL]HDQG
DFTXLUHDUHQRZQHGVWDWXVDVZHOODVH[SHULHQFLQJD
IRUPRISHUVRQDOHQMR\PHQW&URZVWRQDQG)DJQRW
.ULVKQDPXUWK\$WWKHVDPHWLPHWKLV
ERG\RIOLWHUDWXUHKDVUHFHQWO\VWDUWHGVKRZLQJWKDW
SURORQJHGHQJDJHPHQWLQVRPHFDVHVFDQDOVROHDG
WREXUQRXWDQGDOLHQDWLRQGXHWRRYHUFRPPLWPHQWV
3RGHULDQG+DNNHQFRQLFWXDOLQWHUSHUVRQDO
UHODWLRQVKLSVRUWRWKHODFNRIDQLQFOXVLYHDQG
VXSSRUWLYHHQYLURQPHQW0HQNLQJDQG(ULFNVRQ
6LPLODUO\WKHVHDUFKIRUVWUDWHJLHVIRUERWK
WKHHQJDJHPHQWPDQDJHPHQWDWWKHLQGLYLGXDO
SHUVRQDOOHYHODQGWKHFUHDWLRQRIPRUHZHOFRPLQJ
DQGVXSSRUWLYHHQYLURQPHQWVDWWKHFROOHFWLYHOHYHO
DUHHPHUJLQJDVUHOHYDQWWKHPHVOLQNHGWRWKHQHHG
IRUFDULQJDERXWWKHFRPPRQHUVDQGQRWRQO\DERXW
WKHFRPPRQV-LDQJHWDO2YHUDOOWKLVERG\
RIOLWHUDWXUHVKRZVWKHLPSRUWDQFHRIFRQWLQXLQJ
VWXG\LQJDQGUHSUHVHQWLQJFRPPRQHUVDVVXEMHFWV
ZKRVHERGLHVFRPHLQWRSOD\ZKHQWKH\HQJDJHLQ
FRPPRQLQJ%RGLHVWKDWIHHODQGH[SUHVVQHHGV
HPRWLRQVH[SHFWDWLRQVNQRZOHGJHDQGGHVLUHV
%RGLHVWKDWDUHDHFWHGE\RWKHUERGLHVDQGLQ
WXUQDHFWWKHPZKLOHFRPPRQLQJLQSUDFWLFH
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(PSLULFDOO\WKHOHJLWLPDWHTXHVWLRQVDULVHDERXW
KRZWRORRNDWDHFWDQGZKDWWRORRNDWZKHQ
LQYHVWLJDWLQJDHFW,QGHHGWKHFRQFHSWLRQRIDHFW
SUHYLRXVO\RXWOLQHGRSHQVWRDQHPSLULFLVPRI
VHQVDWLRQVRUDQLQWUDHPSLULFLVP&ORXJK
1DPHO\DQHPSLULFLVPWKDWVKLIWVIURPLQWHUDFWLRQV
DPRQJKXPDQDQGQRQKXPDQERGLHVRQWRLQWUD
DFWLRQVWKDWZKLFKVWDQGVLQEHWZHHQDFWLRQV
%DUDG)RUWKLVUHDVRQVRPHVFKRODUVVHHLQ
WKHVWXG\RIDHFWERWKDQHHGDQGDQRSSRUWXQLW\
IRUPHWKRGRORJLFDOH[SHULPHQWDWLRQVWKDWDOORZWR
VWXG\DHFWQRWDVDQ|REMHFW}RU|FRQWHQW}EXW
UDWKHUDVDQHQWDQJOHGUHODWLRQDOSURFHVV
%ODFNPDQ)RUWKLVZRUNWKLVPHDQVWR
LGHQWLI\DQGKLJKOLJKWWKHZD\VLQZKLFKFRPPRQHUV}
HPERGLHGNQRZOHGJHHPRWLRQVH[SHFWDWLRQV
QHHGVRUGHVLUHVFRPHLQWRSOD\LQVXFKSUDFWLFH,
EULH\VXPPDUL]HWKHUHVHDUFKDWWKHEDVLVRIWKLV
SDSHUDQGH[HPSOLHVHQFRXQWHUVZLWKDHFWKHUH
7KLVSDSHUEXLOGVRQWKHHPSLULFDOZRUNGRQHIRUD
WZR\HDUUHVHDUFKSURMHFW-DQz-DQRQ
WKHWHPSRUDOVXVWDLQDELOLW\RIFRPPRQLQJ7KH
UHVHDUFKUHOLHVRQVHPLVWUXFWXUHGLQWHUYLHZV
FRQGXFWHGZLWKORQJWHUPFRPPRQHUVUHFUXLWHG
IURPWKUHHGLHUHQWFRPPRQLQJSUDFWLFHV
(WKQRJUDSKLFREVHUYDWLRQVFRPSOHPHQWHGWKHVH
LQWHUYLHZVE\IRFXVLQJRQWKHDFWLYLWLHVDQG
LQIUDVWUXFWXUHVUHODWHGWRWKRVHSUDFWLFHV,Q
SDUWLFXODUWKHVHFRQFHUQHGD)UHHDQG2SHQ6RXUFH
6RIWZDUH)266YLGHRJDPHSURMHFWDVDFDVHRI
GLJLWDOFRPPRQVDQLQWHUQDWLRQDO(XURSHDQQRQ
7KH-RXUQDORI3HHU3URGXFWLRQ
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JRYHUQPHQWDORUJDQL]DWLRQ1*2IRUWKHSURPRWLRQ
RI)266DQGGLJLWDOULJKWVDVDFDVHRINQRZOHGJH
FRPPRQVDQGDKDFNHUVSDFHORFDWHGLQQRUWKHUQ
(XURSHDVDFDVHRIXUEDQFRPPRQV,QLWLDOO\WKHUH
ZDVQHLWKHUH[SOLFLWLQWHQWLRQWRFROOHFW|HPSLULFDO
HYLGHQFHV}RIDHFWQRUWRPDNHLWSDUWRIWKH
DQDO\VLV+RZHYHUWKHUHOHYDQFHRIDHFWLQWKH
ORQJWHUPFRPPLWPHQWWRFRPPRQLQJVWDUWHG
HPHUJLQJDOUHDG\GXULQJWKHFRQGXFWLRQRIHDUO\
LQWHUYLHZVDQGLWLQFUHDVLQJO\SUHVHQWHGLWVHOIDVD
PHDQLQJIXOGLPHQVLRQLQWKHGDWDDQDO\VLV$WD
SUDFWLFDOOHYHOLQWHUYLHZVDGGUHVVHGLFRPPRQHUV}
LQWHUDFWLRQVZLWKRWKHUFRPPRQHUVDQGWKHWRROV
KDUQHVVHGIRUFRPPRQLQJLLWKHERXQGDU\ZRUN
H[LVWLQJEHWZHHQWKHFRPPLWPHQWWRFRPPRQLQJ
DQGRWKHUVSKHUHVRIFRPPRQHUV}OLYHVDQGLLL
FRPPRQHUV}FRQVLGHUDWLRQVRQWKHFKDOOHQJHVRI
VXVWDLQLQJDORQJWHUPLQYROYHPHQWLQFRPPRQLQJ
7UDFHVRIDHFW*KHUDUGLHWDOHPHUJHG
IURPWKHLUDQVZHUVDQGWKHVWRULHVWKH\WROG
([FHUSWVRIWKRVHVWRULHVDUHLQWURGXFHGWKURXJK
WKUHHYLJQHWWHV7KHVHYLJQHWWHVGRQRWDLPWREH
UHSUHVHQWDWLYHRIWKHFROOHFWLYHFXOWXUHVRIWKH
FRPPRQLQJSUDFWLFHVZKLFKWKHFRPPRQHUV
DWWHQGHGWRQHLWKHUWKH\PDNHDQ\JHQHUDOL]DEOH
FODLPRQWKHFRPPRQHUVFRPPRQLQJUHODWLRQVKLS
2QWKHFRQWUDU\WKHYLJQHWWHVH[HPSOLI\
FRPPRQHUV}XQLTXHVLWXDWHGVXEMHFWLYHOLYHG
H[SHULHQFHVDQGWKHLUHQWDQJOHPHQWZLWKDHFWDV
WKH\FRQFHUQWKHPHDQLQJDQGLPSOLFDWLRQVRI
FRPPRQLQJLQSUDFWLFHRYHUWKHORQJWHUP
0DUNDQGWKHXUJHWRg[WKLQJV
0DUN>@VWDUWHGEHLQJLQYROYHGZLWKWKH
KDFNHUVSDFHLQLWVHDUO\GD\VZKHQLWZDVIRUPDOO\
IRXQGHGLQ$VPXFKDVSRVVLEOHWKLV
KDFNHUVSDFHLVUXQZLWKDJUDVVURRWVDWVWUXFWXUH
ZLWKQRIRUPDOKLHUDUFKLHVRUUROHVDOWKRXJKDERDUG
GRHVH[LVWLQFRQQHFWLRQWRWKHIRUPDODVVRFLDWLRQ
WKDWWDNHVUHVSRQVLELOLWLHVIRUUHQWDOFRQWUDFWVDQG
ELOOV7KHSK\VLFDOVSDFHLVDURXQGVTXDUH
PHWHUVPDGHRIIRXUPDLQZRUNLQJURRPVDQGRWKHU
IRXUVPDOOHURQHVXVHGIRUVWRUDJH6HYHUDO
FRQVXPDEOHPDWHULDOVWRROVIRUKDUQHVVLQJ
HOHFWURQLFVDQG,7KDUGZDUHLHVROGHULQJWRROV'
SULQWHUV&1&DQGZRRGZRUNPDFKLQHV3&%WRROV
HWFDUHDYDLODEOHIRUXVHWRWKHFRPPRQHUVZKR
DOVREHDUWKHUHVSRQVLELOLW\WRPDLQWDLQDQGUHSDLU
WKHP$ZLNLEDVHGZHEVLWHVHYHUDOPDLOLQJOLVWVDQG
VRFLDOQHWZRUNFKDQQHOVDUHXVHGIRU
FRPPXQLFDWLRQDUFKLYDODQGRUJDQL]DWLRQDO
SXUSRVHV7KHSD\PHQWRIDVPDOOPRQWKO\IHH
DOORZVDQ\RQHWRJDLQLQGHSHQGHQWDFFHVVWRWKH
VSDFHDWDQ\WLPHDQGGD\RIWKHZHHN
0DUNEHFDPHSDUWRIWKHDVVRFLDWLRQERDUGHDUO\RQ
DQGKHUHPDLQHGWKHUHLQIRUVHYHUDO\HDUV6LQFHWKH
KDFNHUVSDFHDLPVWRIRVWHUFUHDWLYLW\DQG
H[SHULPHQWDWLRQVZLWKLQIRUPDWLRQWHFKQRORJ\DV
ZHOODVEHLQJDVSDFHZKHUHIRUPDOLVPVDQG
EXUHDXFUDF\KDYHRQO\OLWWOHVSDFHWKLVERDUGKDV
DOZD\VWULHGWRNHHSDV\PEROLFUROHPRUHWKDQ
SOD\LQJDQDFWLYHSDUWLQWKHVKDSLQJRIWKH
KDFNHUVSDFHJRYHUQDQFHDQGFXOWXUH,QVKRUWD
|GRHU}FXOWXUHDIHZIRUPDOUXOHVDQGFRQGXFW
JXLGHOLQHVELPRQWKO\SK\VLFDOPHHWLQJVDQGD
FRXSOHRIRQOLQHSUDFWLFHVIRUFROOHFWLYHGHOLEHUDWLRQ
DUHWKH|WRROV}WKDWDOORZWKHKDFNHUVSDFHWRVHOI
JRYHUQLWVHOI
$FFRUGLQJWRKLPDQGWKHRWKHUFRPPRQHUV,
LQWHUYLHZHGWKLVVHWRISUDFWLFHVDQGQRUPVDUH
FRQVLGHUHGWRZRUNUDWKHUZHOOIRUWKHPDMRULW\RI
WKHVLWXDWLRQV+RZHYHUWKH\VKRZOLPLWDWLRQVXQGHU
FLUFXPVWDQFHVRIVHYHUHVWUHVVRUKDUVKFRQLFWV
GXULQJWKHOLIHRIWKHKDFNHUVSDFHWKHUHKDYHEHHQ
WKUHHVSHFLFHYHQWVWKDWDFFRUGLQJWRWKH
LQWHUYLHZHHVFRXOGKDYHWRUHDSDUWWKHFRPPXQLW\
DQGWKHDIWHUPDWKVRIZKLFKDUHVWLOOSUHVHQWLQWKH
KDFNHUVSDFHDQGLQ0DUN}VZD\WRHQJDJHZLWKLW
,DPDJX\ZKRUHDOO\WU\WRRUEHWWHULI,VHH
VRPHWKLQJWKDWKDVVRPHSUREOHPVRULWGRHV
QRWZRUNDVZHOODVLWFRXOG,UHDOO\UHDOO\IHHO
WKHXUJHRIWU\LQJWRo[LW0DUN,QWHUYLHZ2FW

7KLVZDVRQHRIWKHYHU\UVWWKLQJV0DUNWROGPH
DERXWKLPVHOI$QXUJHWKDWKHUHSHDWHGPRUHWKDQ
RQFHGURYHKLPWRWDNHDFWLYHUROHLQDOORIWKHWKUHH
7KH-RXUQDORI3HHU3URGXFWLRQ
1HZSHUVSHFWLYHVRQWKHLPSOLFDWLRQVRISHHUSURGXFWLRQIRUVRFLDOFKDQJH
-RXUQDORI3HHU3URGXFWLRQ,VVXH,QIUDVWUXFWXULQJWKHFRPPRQVWRGD\ZKHQ676
PHHWV,&7
KWWSSHHUSURGXFWLRQQHW{,661
cE\WKHDXWKRUVDYDLODEOHXQGHUDFFE\OLFHQVHKWWSVFUHDWLYHFRPPRQVRUJOLFHQVHVE\_
FULVHVDQDWWHPSWWRUHORFDWHWKHKDFNHUVSDFHD
EURDGFRQLFWLQYROYLQJDFDVHRIKDUDVVPHQWDQGD
KDUVKFRQLFWEHWZHHQWZRPHPEHUV
,QWKHUVWFDVHSHRSOHLQWKHKDFNHUVSDFH
HPEDUNHGRQDSURMHFWWRQGDQHZORFDWLRQ$IWHUD
IHZSRVVLELOLWLHVZHUHGLVFDUGHGRQHZDVSURSRVHG
ZKLFKHQFRXQWHUHGODUJHVXSSRUW+RZHYHU0DUN
DQGDFRXSOHRWKHUPHPEHUVZHUHVFHSWLFDODERXW
WKDWSRVVLELOLW\GXHWRDPXFKKLJKHUUHQWWKH
EXUHDXFUDF\OLQNHGWRWKHFRORFDWLRQZLWKRWKHU
RUJDQL]DWLRQVDQGPRUHRYHUDGLHUHQWFRQFHSWRI
VSDFH
$OVRWKHVSDFHLWZRXOGEHQLFHU,WZRXOGKDYH
UHDOO\SUHWW\URRPVZLWKZKLWHQHZZDOOV4XLWH
GLnHUHQWIRUPQRZDQGZHNQRZLI\RXKDYHD
WRRFOHDQVSDFHSHRSOHDUHWRRDIUDLGRIGRLQJ
WKLQJV,I\RXDOUHDG\KDYHDFRXSOHRIKROHVLQ
WKHZDOODQGVRPHPHVVDURXQGLWjVQRWDVVFDU\
RULQWLPLGDWLQJWRGRVRPHWKLQJ2QHGD\
VRPHERG\MXVWWRUHGRZQDZDOOZKLFKZDVDELW
H[WUHPHEXWWKHUHVXOWZDVUHDOO\QLFH7KLV
ZRXOGQRORQJHUEHSRVVLEOH>m@:LWKDFRXSOH
RWKHUSHRSOH,UDLVHGP\FRQFHUQVDJDLQVWWKH
GHFLVLRQ,EHFDPHUHDOO\UHDOO\XQSRSXODUDQG
HYHU\ERG\MXVWNLQGRIWUHDWHGPHDVWKHEX]]
NLOOHU7KDWZDVNLQGRIDKRUULEOHWLPHIRUPH
DQGIRUDSHULRG,UHDOO\FDPHWKHUHOHVVRIWHQ
0DUN,QWHUYLHZ2FW
0DUNDUJXHGDJDLQVWWKHFROOHFWLYHGHFLVLRQ
EHFDXVHKHZDVFRQFHUQHGE\WKHSRWHQWLDO
GLVUXSWLYHFKDQJHWKDWWKHQHZKDFNHUVSDFH
FRQFHSWZRXOGEULQJ2QHRIWKHUHDVRQVEHKLQGKLV
FRQFHUQVFOHDUO\VKRZHGKLVXQGHUVWDQGLQJRIWKH
KDFNHUVSDFHDVDQDVVHPEODJHRISUDFWLFHVDQG
FXOWXUHZKHUHHYHQWKHFRQJXUDWLRQRIVSDFHFRXOG
DHFWSHRSOH}VDWWLWXGHDQGHQJDJHPHQWLQGRLQJ
RUQRWGRLQJWKLQJV7KHUHDFWLRQV0DUNUHFHLYHG
DQGWKHVWUHVVKHHQGXUHGRQWKRVHGD\VSXVKHG
KLPWRWDNHVRPHGLVWDQFH$GLVWDQFHZKLFKKHWRRN
DJDLQDIHZ\HDUVODWHULQFRQQHFWLRQWRDQRWKHU
HSLVRGH
,ZDVUHDOO\UHDOO\UHDOO\FORVHWRTXLWWLQJ
P\VHOIEHFDXVH,ZDVWLUHGRI7KDWZDVUHDOO\
PHVV\:HHQGHGXSYRWLQJIRUWKURZLQJWKHP
RXW,WLVWKHRQFHDQGRQO\WLPHWKDWKDV
KDSSHQHG%XWWKDWJRWRYHUWXUQHGEHFDXVHZH
ZHUHSUHVVXUHGWRSXWLWXSIRUDQH[WUDYRWH
DQGSHRSOHMXVWRYHUWXUQHGLW>@7KHVFDU\
WKLQJRUZKDWUHDOO\SLVVHGPHRZDVWKDW
SHRSOHVWDUWHGIXQQLO\HQRXJKFRPSODLQLQJWKDW
WKHERDUGZDVQ}WGRLQJDQ\WKLQJHYHQWKRXJK
HYHU\ERG\KDGDJUHHGWKDWWKHERDUGVKRXOGQ}W
KDYHDQ\WKLQJWRGRZLWKLW>@+RZHYHU
EHFDXVHWKHFULVLVKDGHYROYHGWKDWKDUVK
SHRSOHVWDUWHGFRPSODLQLQJDERXWWKHERDUGQRW
GRLQJDQ\WKLQJ6RZHDFWXDOO\VWDUWHGKDYLQJ
PHHWLQJVDJDLQLQWKHERDUGWRWU\[LQJLW,
WKLQNZHVSHQWPRUHWKDQ(85RQDQ
H[WHUQDOFRQVXOWDQW,WZDVDELJLVVXH,WMXVWm,
MXVWm7KDWZDVIRUPHMXVWm,JRWVRSLVVHG
EHFDXVHWKDWZDVMXVWm,I\RXZDQWPHWRGR
VRPHWKLQJJLYHPHWKHSRZHUWRGRVRPHWKLQJ
>m@,UHDOO\IHOW,KDGWRNHHSDZD\IURPLWDQG,
GLGLWIRUDSHULRGRIWLPH0DUN,QWHUYLHZ2FW

'XULQJWKHHVFDODWLRQRIWKHFRQLFWZKLFKLQYROYHG
GLUHFWO\IRXUPHPEHUVDURXQGKDUDVVPHQW
DFFXVDWLRQVDQGLQGLUHFWO\WKRVHRQHVFORVHWR
WKHP0DUNDQGWKHERDUGIRXQGWKHPVHOYHVDWWKH
FHQWUHRIVRPHWHQVLRQV2QRQHVLGHWKHIHHOLQJRI
UHVSRQVLELOLW\DVDERDUGPHPEHUDQGKLVWHQGHQF\
WR|WU\[LQJWKLQJV}SXVKHGKLPWRDFWLYHO\PRELOL]H
WKHYRWHIRUH[SHOOLQJWHPSRUDULO\WKHSHRSOH
LQYROYHGLQWKHFRQLFW2QWKHRWKHUVLGHDFXOWXUH
RSSRVHGWRWRSGRZQGHFLVLRQVLQYDOLGDWHGWKHZRUN
GRQHE\WKHERDUG$VWUHVVIXOVLWXDWLRQWKDWEURXJKW
KLPWRUHWKLQNKLVSUHVHQFHDQGSHUPDQHQFHLQWKH
KDFNHUVSDFHDVZHOODVWRWDNHFRPSOHWHGLVWDQFH
IURPLWIRUVRPHWLPH+RZHYHURQO\IHZ\HDUVODWHU
ZKHQKHIRXQGKLPVHOIDPLGVWDQRWKHUFRQLFW
RULJLQDWLQJEHWZHHQWZRPHPEHUVPLQGIXORI
SUHYLRXVFRQVHTXHQFHVDQGPRWLYDWHGQRWWROHWKLV
GHVLUHWR[WKLQJVSUHYHQWLQJKLPIURPWDNLQJFDUH
RIKLPVHOIKHIRUPDOO\VWHSSHGRXWRIWKHERDUG
7KH-RXUQDORI3HHU3URGXFWLRQ
1HZSHUVSHFWLYHVRQWKHLPSOLFDWLRQVRISHHUSURGXFWLRQIRUVRFLDOFKDQJH
-RXUQDORI3HHU3URGXFWLRQ,VVXH,QIUDVWUXFWXULQJWKHFRPPRQVWRGD\ZKHQ676
PHHWV,&7
KWWSSHHUSURGXFWLRQQHW{,661
cE\WKHDXWKRUVDYDLODEOHXQGHUDFFE\OLFHQVHKWWSVFUHDWLYHFRPPRQVRUJOLFHQVHVE\_
:KHQ,WULHGWRKHOSRQHRIWKHWZRUHDOO\
UHMHFWHGDQGSK\VLFDOO\SXVKHGPHDZD\IRU
WU\LQJWRKHOS>@6R,VLPSO\EDFNHGRn,KDG
WRSXOODZD\DJDLQEHFDXVHRIP\WHQGHQF\WR
WU\WRo[WKLQJV,WHQGWRIRUJHWWRWDNHFDUHRI
P\VHOIEHIRUHWKDW6R,SXOOHGDZD\FRPSOHWHO\
IRUDOPRVWKDOID\HDUDQG,VWHSSHGGRZQIURP
WKHERDUGEHFDXVHDJDLQ,MXVWVDZWKHVDPH
WKLQJKDSSHQLQJDVODVWWLPH>m@7KHUHZDVQR
UHDVRQIRUPHWREHLQDERDUGLI,GLGQjWKDYH
DQ\SRZHUWRGRDQ\WKLQJ>m@%XWLWZDVUHDOO\
UHDOO\KDUGEHFDXVH,ZDVWKHRQO\RQHOHIWIURP
WKHHDUO\GD\V6RDELWRYHUHLJKW\HDUVVRIRU
PHLWIHOWOLNHDVPDOOFKLOGRU,GRQjWNQRZ,WLV
VWLOODKXJHSDUWRIPH0DUN,QWHUYLHZ2FW

6WHSSLQJGRZQIURPWKHERDUGKDGWXUQHGRXWD
GLFXOWGHFLVLRQWRWDNHEHFDXVHGXULQJWKRVHGD\V
KHUHDOL]HGWKHDWWDFKPHQWKHGHYHORSHGWRZDUGV
WKHKDFNHUVSDFHz~LWIHOWOLNHDVPDOOFKLOG~LWLV
VWLOODKXJHSDUWRIPH,QGHHGWKLVGHFLVLRQGLGQRW
UHVXOWLQWRDFRPSOHWHGHWDFKPHQWUDWKHULWSXVKHG
KLPWRUHWKLQNKLVZD\VRIFRPPRQLQJLQWKH
KDFNHUVSDFH1DPHO\E\GRLQJSUDFWLFDOSURMHFW
ZRUNVDWKRPHLQWKHVPDOOODEKHEXLOWLQDVSDUH
URRPDQGE\JRLQJWRVRFLDOL]HDQGVKDUH
NQRZOHGJHLQWKHKDFNHUVSDFHZKHQIHHOLQJLQWKH
SURSHUPRRG
:KHQ,GRSURMHFWV,FDQVLWDWKRPHDQGIRFXV
$QGZKHQ,JRWKHUH,FDQMXVWEHVRFLDOEHFDXVH
LWLVVWLOODUHDOO\UHDOO\QLFHSODFHWREHVRFLDO
DQGDJRRGSODFHWRDVNTXHVWLRQVDQGVKDUH
NQRZOHGJH0DUN,QWHUYLHZ2FW
6RSKLHDQGWKHSXUVXLWRIDZHOFRPLQJ
HQYLURQPHQW
6LQFHQLQH\HDUV6RSKLHFRQWULEXWHVWRWKH1*2}V
PLVVLRQE\OHDGLQJDQGFRRUGLQDWLQJWKHWUDQVODWLRQ
ZRUNIRURQHRIWKHODQJXDJHVZKLFKFRQWHQWHJ
QHZVFDPSDLJQVUHSRUWVSUHVVUHOHDVHVLV
SURYLGHGLQ)RXQGHGLQWKLV1*2SXUVXHV
FDPSDLJQLQJDQGOREE\LQJDFWLYLWLHVIRUWKH
SURPRWLRQRI)UHHDQG2SHQ6RXUFH6RIWZDUH
SULQFLSOHV7KHIRUPDORUJDQL]DWLRQLVUXQE\OHVV
WKDQDGR]HQHPSOR\HHVDQGDVPDQ\YROXQWHHUV
DQGLWVVFRSHLVIRVWHUHGE\WKRXVDQGVRIYROXQWHHUV
FRQWULEXWLQJSULPDULO\IURPDFURVV(XURSH7KH1*2
DFWVDVDNQRZOHGJHKXEWKDWSURYLGHVUHVRXUFHVIRU
DQGSROLWLFDOZHLJKWWRWKHFKDOOHQJHVIDFHGE\WKH
GLXVLRQRI)266,WWDUJHWVVRIWZDUHGHYHORSHUV
LQGLYLGXDODGRSWHUV,7FRPSDQLHVDQGSXEOLF
LQVWLWXWLRQV)XUWKHUPRUHWKH1*2SURYLGHVWKH
LQIUDVWUXFWXUHWRROVDQGFRRUGLQDWLRQVXSSRUWWRWKH
ODUJHEDVHRIYROXQWHHUVWKDWFRPPLWWRWKH
RUJDQL]DWLRQ}VVFRSHDQGLWVHWVWKHVWUDWHJ\WDUJHWV
IRUFDPSDLJQLQJDQGOREE\LQJ&RPPRQLQJKHUHLV
SXUVXHGWKURXJKERWKRQOLQHDFWLYLWLHVLH
SDUWLFLSDWLQJWKURXJKSXEOLFGLVFXVVLRQOLVWV
WUDQVODWLQJGRFXPHQWVDQGFDPSDLJQVLQVHYHUDO
ODQJXDJHVFRQWULEXWLQJWRFDPSDLJQDQGZHE
GHVLJQRUV\VWHPDGPLQLVWUDWLRQHWFDQGSK\VLFDO
SUHVHQFHDWORFDOIDLUVRUSXEOLFHYHQWVLHUXQQLQJ
ERRWKVJLYLQJVPDOOWDONVRUJDQL]LQJVPDOOHYHQWV
HWF)RUDOOODQJXDJHWUDQVODWLRQVFRPPRQHUVUHO\
RQDVHULHVRIRQOLQHWRROVUDQJLQJIURPUHSRVLWRULHV
WUDFNHUVGLVFXVVLRQOLVWVDQGGRFXPHQWDWLRQSDJHV
)RUODQJXDJHVZKLFKDUHVXSSRUWHGE\DUHODWLYHO\
ODUJHQXPEHURIWUDQVODWRUVLHGLYLGHG
EHWZHHQUHJXODUDQGRFFDVLRQDOWUDQVODWRUVRQH
SHUVRQXVXDOO\DFWVDVWKHIRUPDOFRRUGLQDWRULQ
RUGHUWRIRULQVWDQFHDYRLGGXSOLFDWLRQRIZRUNDQG
SULRULWL]LQJXUJHQWWUDQVODWLRQV7UDQVODWLRQVDQG
FRQWHQWORFDOL]DWLRQDUHQRWWKHRQO\ZD\IRUSHRSOH
WRFRQWULEXWHWRWKH1*2}VPLVVLRQ,QIDFWLWLV
SRVVLEOHWRKHOSV\VWHPVDGPLQLVWUDWLRQPRGHUDWH
PDLOLQJOLVWVRUJDQL]HORFDODQGLQWHUQDWLRQDOHYHQWV
VWDERRWKVDWIDLUVDQGSDUWLFLSDWHLQFROOHFWLYH
GLVFXVVLRQV+RZHYHUWKHFRPPRQHUV,VSRNHWR
VHHPWRFRQVLGHUWKHDYDLODELOLW\RIFRQWHQWLQ
PXOWLSOH(XURSHDQODQJXDJHVWREHYHU\LPSRUWDQWLQ
OLJKWRIUHDFKLQJRXWQRQWHFKQLFDODQGQRQ(QJOLVK
VSHDNLQJSHRSOHDQGDWWKHVDPHWLPHDUHDVRQRI
SULGH
:KHQ,DVNHGKHUDERXWWKHFKDOOHQJHVVKHIDFHGLQ
FRQQHFWLRQWRKHULQYROYHPHQWLQWKH1*2VKHGZHOW
RQKHUSHUVRQDOZD\RIRUJDQL]LQJDQGFRPPLWWLQJWR
KHUUROHDVFRRUGLQDWRURQWKHUHFUXLWPHQWDQG
7KH-RXUQDORI3HHU3URGXFWLRQ
1HZSHUVSHFWLYHVRQWKHLPSOLFDWLRQVRISHHUSURGXFWLRQIRUVRFLDOFKDQJH
-RXUQDORI3HHU3URGXFWLRQ,VVXH,QIUDVWUXFWXULQJWKHFRPPRQVWRGD\ZKHQ676
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KWWSVFUHDWLYHFRPPRQVRUJOLFHQVHVE\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UHWHQWLRQRIRWKHUWUDQVODWRUVDQGRQWKHUHOHYDQFH
RIQXUWXULQJDVXSSRUWLYHHQYLURQPHQW
7KHZD\,YROXQWHHUGLHUVJUHDWO\GHSHQGLQJRQ
ZKDW,}PGRLQJ)RULQVWDQFHVLQFHWZRPRQWKV,
DPDOVRPHHWLQJZLWKD*'35JURXS,WIHHOV
UHDOO\OLNH,jPZRUNLQJEHFDXVHLWLVYHU\VLPLODU
WRP\GD\WRGD\ZRUN>7KLV@PDNHVLWYHU\YHU\
KDUGWRPRWLYDWHP\VHOI:KHQ,jPWUDQVODWLQJLW
LVUDWKHUGLnHUHQWDQGLQDZD\LWKHOSVPH
HYDGLQJP\VHOILQVRPHWKLQJHOVH,WKHOSVPHWR
GLVFRQQHFWIURPZRUN,WIHHOVYHU\GLnHUHQWDQG
LWLVVRPHWKLQJ,OLNHWRGR>@6RLWUHDOO\
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ZLWKWKHP>@,KDYHDVWURQJIHHOLQJWKDWWKH
7KH-RXUQDORI3HHU3URGXFWLRQ
1HZSHUVSHFWLYHVRQWKHLPSOLFDWLRQVRISHHUSURGXFWLRQIRUVRFLDOFKDQJH
-RXUQDORI3HHU3URGXFWLRQ,VVXH,QIUDVWUXFWXULQJWKHFRPPRQVWRGD\ZKHQ676
PHHWV,&7
KWWSSHHUSURGXFWLRQQHW{,661
cE\WKHDXWKRUVDYDLODEOHXQGHUDFFE\OLFHQVHKWWSVFUHDWLYHFRPPRQVRUJOLFHQVHVE\_
GLHUHQFHEHWZHHQ>@RQHWLPHYROXQWHHUVDQG
ORQJWLPHYROXQWHHUVLVKRZPXFKZHLQWHUDFW
ZLWKWKHP0HDQGRWKHUUHJXODUVWHOOWKHPWKH
YDOXHWKDWLWKDVIRUXVZKDWWKH\DUHGRLQJDQG
WKDWZHDUHKDSS\WRVHHWKHP$WPDLQHYHQWV
ZHRIWHQRUJDQL]HGULQNVDQGHYHQLQJVWRJHWKHU
7KH\VHHWKH\IHHOWKDWWKH\DUHSDUWRI
VRPHWKLQJZLWKXVDQGUHDOL]HWKH\FDQKHOSXV,
WKLQNLWZRUNVEHWWHUEHFDXVHWKH\VHHXVWKH
KXPDQVDQGQRWMXVWWKHYROXQWHHUVRUWKH
WUDQVODWLRQWRROV6RSKLH,QWHUYLHZ-XQ
7KHVKHHUQXPEHURIFRPPRQHUVSURYLGLQJ
WUDQVODWLRQLVQRWZKDWVKHLVFRQFHUQHGWKHPRVW
ZLWKWRJHWKHUZLWKWKHRWKHUIRXUYHUHJXODU
WUDQVODWRUV6RSKLHFDQDOUHDG\FRRUGLQDWHDQ
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